United States Department of State

and the Broadeasting Board of Governors

Office f{f Inspector General
NOV -4 201

INFORMATION MEMO FOR DEPUTY SECRETARY BURNS

FROM:  OIG - Harold W. Geisel/?%g

SUBJECT: Special Review of the Keystone XL Pipeline Permit Process

In response to a Congressional request (attached), the Office of Inspector General
(OIG) is initiating a special review of the Department of State’s handling of the
Environmental Impact Statement and National Interest Determination for
TransCanada Corporation’s proposed Keystone XL pipeline. The primary
objective of the review is to determine to what;extent the Department and all other
parties involved complied with Federal laws and regulations relating to the
Keystone XL pipeline permit process.

The review will be conducted at appropriate bureaus and offices, including the
Bureau of Economic, Energy and Business Affairs, Bureau of Oceans,
Environment and Science, Bureau of Western Hemisphere Affairs, and the Office
of the Legal Adviser. The review will include interviews of appropriate officials
and an assessment of pertinent documents.

To coordinate and expedite the review, we request that each of the bureaus copied
on this memo designate a staff member as a point of contact. Please have the
designated person promptly contact Regina Meade, Director of the Security and
Intelligence Division of the Office of Audits, at (ISR o by email at

R, o arrange an entrance conference.

Per OIG protocols a copy of this notification will be sent to the members of
Congress requesting the review.



e

OIG looks forward to working with the Department during the review. 1f your
staff has any questions, they can contact Evelyn R. Klemstine, Assistant Inspector

General for Audits, at (I NSSEREENE or by email at SRR They
may also contact Norman P. Brown, Deputy Assistant Inspector General for

Audits, at (SRR or by cmail at RTINS,

Attachment:
1) Congressional Request

Ce:

E — Robert D. Hormats

G — Maria Otero

P — Wendy R. Sherman

M — Patrick F. Kennedy

L — Harold Hongju Koh

EEB — Jose W. Fernandez

OES - Kerri-Ann Jones

WHA - Roberta S. Jacobson

A —Keith D. Miller

A/GIS — Margaret P. Grafeld
A/GIS/IPS — Alex Galovich
EEB/ESC — Robert F. Cekuta
OES/ENV — John E. Thompson
Embassy Ottawa — Sue E. Saarnio



Attachment 1

October 26, 2011

The Honorahle Harold W, Geisel
Office of Inspector CGeneral
United States Department of State
2200 € Street, NW

Washington, D.C. 20526

Dear Deputy Inspector General Geisel:

We are writing to request that the Office of Inspector General at the U.S. Depaniment of
State launch an investigation into the State Department’s handling of the Fnvironmental
Impact Statement (EIS) and National Interest Determination (NID) for TransCanada
Corporation’s propased Keystone X, pipeline. Given the significant economie,
environmental. and public health implications of the proposed pipeline, we believe that it
is critical that the State Department conduct thorough. unbiased reviews of the project.
Further. it is imperative that the State Department process be free of actual or apparent
conflicts of interest. and that the process fully meets both the fetter and spirit of all
federal laws. including but not limited to the National Environmental Policy Act.

We are. disturbed by reponts, such as those in The New York Times on October 7. 2011,
that the State Department aliowed TransCanada. the pipeline developer. 1o sereen
applicants to conduct the EIS mandated by federal Taw. The reponts also allege that
TransCanada successtully recommended the State Department select Cardno Fntrix o
conduet the EIS. despite Cardno Entrix listing TransCanada as a “major client” and
Cardno Entrix having a pre-existing finaneial relationship with TransCanada. On its face
alone. this creates an appearance of a conflict of interest and raises several questions;

o Did TransCanada improperly influence the State Depariment’s selection of a
contractor for the 11187

e Did the Staic Department and all parties fully comply with the fetier and spirit of
all federal disclosure Jaws and regulations in regards o the Kevstone X1 pipeline
project?

o Is Cardno Entrix’s contract for the FIS and Keystone X1. pipeline analysis with
the State Departinent or with TransCanada. and has this contract been publicly
disclosed? Does Cardno Entrix have a contract or agreement with TransCanada
wherein Cardno Entrix would provide services. such as spill response, for the
Kevstone X1, pipeline if it is approved?

e What is the naturs and extent of anv other contractual or financial relationship
berween Cardno Enirix and TransCanada?
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We also ask that vour inquiry examine the full scope of the State Department process
related to the EIS and NID for the Keystone XL pipeline. The public has a right 1o
answers to the following questions that have been raised about this process:

¢ Did the State Depariment’s Final EIS fully incorporate the views and concerns of
federal agencics with expertise. such as EPA, in relation to central questions of
altermatives and mitigation. pipeline safety. and environmental risks from this
project, including:

o fully considering whether the oil from Kevstone XL will stay in the
United States or be exported.

o evaluating a tar sands oil spill in the Kalamazoa river with a cleanup cost
that has increased from $430 million in 2010 to 3700 million woday.

o assessing the exacerbaiion of climate change due to increased preenhouse
gas emissions from increased exploitation of tar sands oil?

e Were there any communications between State Department officials and
IransCanada, the Canadian government. or proponents of the pipeline. which
were in any way improper or which tndicate any deviation from the State
Depariment’s obligations under federal law 10 provide objective analysis of the
project and its potential risks?

e Did the State Department or any of its officials or employees. past or current.
improperty disclose any maierials or information to TransCanada. the Canadian
government. or proponents of the pipeline?

s Have all requests for materials related to the Keystone X1 pipeline under the
Freedom of Information Act been timely fulfilled so that the public has aceess to
all the necessary documents and materials related to this project?

e Did the State Department violate its role as an unbiased oversight agency by
advising TransCanada to withdraw their permit request to operate the pipeline at
higher pressures with the reassurance that TransCanada could apply for the permit
at a later date through a less scrutinived and less transparent process?

We believe that given the importance of this project and the controversy reparding the
State Department’s process to-date. a thorough investigation covering the questions we
have raised. and any ather possible violations af federal law or improper conduct related
to the State Department EIS and NID process for the Keystone X1 pipeline, is warranted.
We greatly appreciate vour assistance with this important matter, and look forward 10
YOUr response.

Sincerely.
s
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BERNARD SANDFERS ST CONEN
Linited States Senator Member of Congress
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Uinited States Senate

STIELDON WHITIHOUSE
United States Senator
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PETER WELCH
Member of Congress
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EARL BLUMENAUER
Member of Congress
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CHELI Il PINGREE
Member of Congress

MAZIE K. HIRONO
Member of Congress iy
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HANK JOHNSON
Member of Congress
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MICHAEL M HONDA
Member of Congress
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DENNIS I CINICH

Member of Congress
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TIM RYAN
Member of Conpress
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\‘IIM QU1 GLEY -
Member of Congress



